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Grant Thornton&

Accountants and Management Consultants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Stockholder of
ICICI Securities Inc.

We have audited the accompanying statement of financial condition of ICICI Securities Inc. (the “Company”)
as of March 31, 2002. This statement of financial condition is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this statement of financial condition based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement of financial condition is free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the statement of financial condition. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall statement of financial condition presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all matenial respects, the
financial position of ICICI Securities Inc. as of March 31, 2002 in conformity with accounting principles
generally accepted in the United States of America.

ot Thoton LLP

New York, New Yotk
May 1, 2002

60 Broad Street

New York, NY 10004
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Grant Thornton LLP
US Member of Grant Thornton International




ICICI Securties Inc.
STATEMENT OF FINANCIAL CONDITION
March 31, 2002

Expressed in U.S. Dollars

ASSETS

Cash and cash equivalents
Due from Parent

Due from Affiliate

Total assets

LIABILITIES AND STOCKHOLDER’S EQUITY

Due to Affihate
Accounts payable

Stockholder’s equity

Total liabilities and stockholder’s equity

The accompanying notes are an integral part of this statement.

$509,519
189,457
6,459

$705.435

$ 38,498
523

39,021

666,414

$205435




ICICI Securities Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION
March 31, 2002

Expressed in U.S. Dollars

NOTE A - ORGANIZATION

ICICI Securities Inc. (the “Company”) is a wholly-owned subsidiary of ICICI Securities Holdings, Inc.
(“Parent”), which is an indirect wholly-owned subsidiary of ICICI Limited, an Indian financial services
company whose American Depository Receipts are listed on the New York Stock Exchange. As per the
scheme of Amalgamation approved by the High Courts in India, ICICI Limited is being merged with
ICICI Bank. Once the merger is effective, ICICI bank will be the holding company. The Company was
established to provide brokerage, research and corporate finance services to institutional investors in the
United States investing in securities of companies principally headquartered in India. In addition, it may
provide brokerage services to Indian clients wishing to invest in the United States and underwriting
services for issuers wishing to offer securities to the marketplace. On November 28, 2000, the
Company became registered with the Securities and Exchange Commission as a broker-dealer and
became a member of the National Association of Securities Dealers, Inc.

The Company carries all of its customer accounts on a delivery versus payment basis. The settlement of
the customer securities transactions is facilitated by an affihate in India. Accordingly, the Company
operates under the exemptive provisions of subparagraph (k)(2)(1) of Rule 15¢3-3 of the Securities
Exchange Act of 1934, but it is subject to Rule 15¢3-1, the Uniform Net Capital Rule.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents include cash and commercial paper ot other instruments purchased with an
original maturnty of three months or less.

The Company records securities transactions executed for its customers on a settlement-date basis.
Related revenues and expenses from these transactions are recorded on a trade-date basis. Transactions
denominated in a foreign currency are translated into United States dollars at the prevailing rates of
exchange at period-end.

The Company is a wholly-owned subsidiary of its Parent and therefore all of its income and losses are
included in the consolidated tax return filed by its Patent. Tax liabilities are calculated on a separate
return basis.

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions in determining
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.




ICICI Securties Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)
March 31, 2002

Expressed in U.S. Dollars

NOTE C - RELATED PARTY TRANSACTIONS

Pursuant to an agreement, the Company pays its Parent a monthly administrative fee for managing the
operations of the Company. In addition, the Company makes advances to its Parent. As of March 31,
2002, net receivable from Parent was $189,457.

The Company’s customer securities transactions are facilitated by an affiliate in India. As of March 31,
2002, receivable from affiliate in the amount of $6,459 represents the Company’s share of commissions
earned from customer securities transactions collected by this affiliate.

During the year ended March 31, 2002, the Company entered into an agreement with an affiliate in India
to jointly provide advisory services to clients. As of March 31, 2002, payable to affiliate in the amount
of $38,498 represents the affiliate’s share of advisory fees.

NOTE D - NET CAPITAL REQUIREMENT

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule 15¢3-1 of the
Securites and Exchange Commission, which requires that the Company maintain minimum net capital,
as defined, of $100,000 or 6-2/3% of aggregate indebtedness, as defined, whichever is greater. At
March 31, 2002, the Company had net capital of §470,498, which exceeded requirements by $370,498.

NOTE E - OFF-BALANCE-SHEET RISK, CONCENTRATION RISK AND
CREDIT RISK

In the normal course of business, the Company executes, as agent, transactions on behalf of its
customers where the risk of potential loss due to market fluctuations (market risk) or failure of the other
party to the transaction to perform (credit nisk) exceeds the amounts recorded for the transactions.
Should a counterparty not fulfill its obligations in any of these transactions, the Company may be
requitred to buy or sell the securities at prevailing market prices in the future on behalf of their
customers.

The Company’s policy is to continuously monitor its exposure to market and counterparty risk through
the use of a variety of financial, position and credit exposure reporting and control procedures. In
addition, the Company has a policy of reviewing the credit standing of each customer and/or other
counterparty with which it conducts business.




ICICI Secunties Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)
March 31, 2002

Expressed in U.S. Dollars

NOTE E (continued)

The Company maintains cash balances at a regulated financial institution in excess of FDIC-insured
limits. However, the Company does not believe that these amounts are exposed to significant nisk.




INDEPENDENT AUDITORS’ REPORT
ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5
ICICI SECURITIES INC.

March 31, 2002




Grant Thornton &

Accountants and Management Consultants

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Stockholder of
ICICI Securities Inc.

In planning and performing our audit of the financial statements and supplementary information of ICICI
Securities Inc. (the “Company”) for the year ended March 31, 2002, we considered its internal control,
including control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on the internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and
complying with the exemptive provisions of 15¢3-3

2. Making the quarterly securities examinations, counts, verifications and comparisons, and the recordation
of differences required by rule 17a2-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governorts of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraphs. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls and
of the practices and procedures referred to in the preceding paragraphs and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded propetly to permit the preparation of financial statements in accordance with
accounting prnciples generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraphs.

60 Broad Street

New York, NY 10004

T 212.422.1000

F 212.422.0144

W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton Internationat




Because of inherent limitations in internal control or the practices and procedures referred to above, errors
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the rsk that they may become inadequate because of changes in condittons or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessanly disclose all matters in the internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness 1s a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the nsk that errors or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving the internal control, including control activities for safeguarding securities, that
we consider to be matenal weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at March 31, 2002, to meet the SEC’s objectives.

This report 1s intended solely for the information and use of management, the SEC, the National
Association of Securities Dealers, Inc. and other regulatory agencies which rely on SEC rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended
to be and should not be used by anyone other than these specified parties.

Ceok T &7

New York, New York
May 1, 2002




